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The Managing Director of the Fund, when announcing 
on October 16 that the French Government had consulted 
the Fund on changes which it proposed to make in the 
French exchange system, in order to reduce the mul- 
tiplicity of exchange rates and to unify the procedure 
applicable to commercial transactions, summarized the 
proposals as follows: 

(1) All trade transactions in dollars, Swiss francs, 
and escudos will take place on the basis of the average 
of the French official rate of 214 francs to the dollar (or 
the equivalent for other currencies) and the “free” mar- 
ket rate in Paris. 

(2) The “free” market rate will continue to be ap- 
plicable to non-trade transactions in dollars, Swiss 
francs, and escudos. 

(3) Transactions in other currencies will be effected 
at rates corresponding to average rates for the dollar 
as determined under (1) above. 

The Managing Director stated, “The new exchange 
system does not result in the establishment of a new 
official par value for the franc. However, the Fund con- 
siders that the proposals constitute a significant step 
toward restoring a unitary exchange system for France. 

“The new exchange system differs in important re- 
spects from that introduced by France in January 1948. 
At that time one of the main objections of the Fund was 
directed against what it considered the disorderly cross 
rates involved in this system. Since then the Fund and 
France have worked together to seek a modification of 
these exchange practices in order to meet French needs 
within the framework of the Fund Agreement. As a re- 
sult of such consultations, various measures were in- 
troduced in recent months which have already resulted 
in sdme simplification in the French exchange system. 

“With the adoption of the new proposals, differential 
exchange rates for trade transactions of France will be 
eliminated. All such transactions will be based on the 
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effective rate for the dollar, and the cross rates for the 
currencies of other members will conform closely with 
the parities agreed with the Fund. Differential rates 
will still continue only for financial transactions in dol- 
lars, Swiss francs, and escudos. 

“The Fund welcomes this evidence of the desire of 
the French Government to restore an orderly system of 
exchange rates in fulfillment of the principles agreed at 
Bretton Woods. While the French Government has not 
proposed to the Fund the fixing of a new par value which 
would govern all transactions, it has stated to the Fund 
that its objective remains the agreement of a new and 
stable parity as soon as conditions permit. It is the 
intention of the Fund and of France to continue con- 
sultations for this purpose.” 

The new system terminates the exceptional treatment 
favoring imports of certain basic commodities (fuels, 
grains, fats, and fertilizers), which since last January 
had been dealt with on the basis of the official rate. The 
exchange rate of each nonconvertible currency will be 
fixed at the beginning of each month and will remain 
applicable for the whole month; it will be based on 
the average between the official rate of the U.S. dollar 
and the average of the rates quoted for the U.S. dollar 
on the free market during the seven working days pre- 
ceding the twenty-eighth of each month. If at any time 
the free dollar rate varies by at least 5 per cent from 
the average of the rates taken as a basis for the last 
monthly revision, the rate of each nonconvertible cur- 
rency will be immediately revised. If the average cal- 
culated at the end of any month differs by 2 per cent 
or less from the rate applied during that month, the 
current rate will be maintained. The system of travel- 
lers’ checks in Belgian francs will be maintained; such 
checks are exchanged for French francs at a rate based 
on the free rate of the dollar in Paris and the par value 
of the Belgian franc. 













EUROPE 


Gold and Dollar Deficit of Sterling Area 


The U.K. gold and dollar deficit in the third quarter, 
before allowing for ERP receipts, was little over half 
that of the first quarter. The figures relate to the whole 
sterling area insofar as the area’s deficit has affected 
central reserves. 


Gold and Dollar Deficit and U.K. Reserves 
(in millions of pounds) 


Total Gold and 

Deficit Dollar ERP Receipts 

Prior to Reserves Allocations from 

ERP at End for ERP during 
1948 Receipts of Quarter Quarter Quarter 

1st quarter 147 552 a a 
2nd quarter 107 473 100 22 
3rd quarter 76 437 83 41 


The use of reserves since March may prove to have 
been almost wholly pre-financing of ERP supplies. Re- 
imbursement of this expenditure will, however, include 
not only loans but conditional grants, whose receipt de- 
pends upon the whole sterling area making correspond- 
ing unrequited exports to Western Europe. The ERP aid 
receivable for the period since March also is in excess 
of the average rate at which it is receivable for the 
whole year. The dollar economies of other members of 
the sterling area have probably made their full influ- 
ence felt, and somewhat larger imports of dollar equip- 
ment may yet be made. The equality in the last six 
months between the total ERP allocation and the sterling 
area dollar deficit may therefore not be maintained 
for the remainder of the year. 

Sources: The Times, London, England, October 12 and 
13, 1948; The Economist, London, England, 
October 16, 1948. 


ECA Loan to United Kingdom 


The British Chancellor of the Exchequer stated on 
October 3 that Britain would soon sign a loan agree- 
ment with the Economic Cooperation Administration for 
$300 million, to be used during the first twelve months 
of the European Recovery Program. Interest will be at 
21% per cent, the loan is to be repaid over 35 years, 
and there is to be an initial five-year moratorium on the 
service of the loan. 

Sources: The Financial Times, London, England, October 
6, 1948; The Economist, London, England, 
October 9, 1948. 


New Governor of The Bank of England 
The Governor of the Bank of England, Lord Catto, 


will retire at the end of the current year after five years 
in office. The new Governor will be Mr. Cameron Cob- 
bold, Deputy-Governor since 1945. Mr. D. G. M. Ber- 
nard will become Deputy-Governor. 
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Source: The Economist, London, England, October 16, 
1948. 


Belgium’s Budget for 1949 


The 1949 budget, presented by the Belgian Govern- 
ment to the House of Representatives, estimates total 
expenditures at 71.6 billion francs against receipts of 
66.8 billion. The deficit of 4.8 billion is well below the 
13.5 billion deficit estimated for 1948. 

Receipts and expenditures on ordinary account and 
on war account, previously under separate headings, are 
grouped together for 1949. A 0.3 billion franc surplus 
is expected on these accounts. War expenditures have 
been decreased by 7.4 billion francs, mostly through a 
reduction in subsidies, which are to amount to less than 
7 billion in 1949. Increases in administrative expendi- 
tures and in the pension budget, and a new 2 billion 
franc credit for the reform of provincial and municipal 
finances, have increased ordinary expenditures proper 
by 6.1 billion francs. The estimated surplus on ordi- 
nary account is based on estimates of receipts on ordi- 
nary account, which are expected to amount to 55.5 
billion francs, or 12 per cent more than last year; in 
particular, direct taxes are expected to yield 23.3 bil- 
lion francs instead of 17.3 billion. 

The extraordinary budget expenditures include less 
than 6 billion francs for public works, a very low figure 
in the face of the investment requirements of the coun- 
try; these expenditures will be financed by loans. There 
may be a second extraordinary budget later in the year 
if conditions are favorable for borrowing. 

Sources: Agence Economique et Financiere, Brussels, 
Belgium, October 1 and 2, 1948; L’Echo de la 
Bourse, Brussels, Belgium, October 11, 1948. 


Denmark’s Debt to Britain 


The British and Danish Governments have agreed to 
an arrangement for funding the £22 million debt owed 
by Denmark to Britain. The arrangement took effect 
October 1, the date to which the European payments 
scheme is being antedated. The debt will bear interest 
at 1% per cent per annum and will be gradually repaid 
out of the proceeds of current trading transactions. The 
intention is to arrange bilateral trade between Denmark 
and the sterling area in such a manner as to repay the 
amount outstanding within a period of four years. 
Source: The Economist, London, England, October 16, 

1948. 


Bond Prices Drop in Denmark 


During late September and the first week of October, 
bond prices on the Copenhagen exchange fell by 3 to 5 
per cent, and are now only slightly above prewar. This 
drop is considered to be the result of the Government’s 
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deflationary policy. The Government, therefore, is faced 
with the alternatives of continuing the deflationary policy 
and permitting interest rates to rise, or relaxing credit 
and fiscal policy in order to keep interest rates low. 
The selling wave on the exchange appears to have 
begun when it became known that the issue of the 4 
per cent State loan of 100 million kroner was a failure. 
In spite of a net yield of 4.17 per cent, only half the 
amount offered was subscribed by the public; the re- 
mainder had to be taken up by the banks. 
Sources: Neue Zuercher Zeitung, Zurich, Switzerland, 
September 23, 1948; Harald R. Martinsen, 
Danish Letters, Copenhagen, Denmark, October 
8, 1948. 


Large Norwegian Investment Program 


The Norwegian Minister of Commerce stated on Oc- 
tober 1 that the country’s investment plans for the 
coming four-year period call for gross investments of 
about NKr 16.8 billion ($3.4 billion). The annual in- 
vestment of about NKr 4 billion compares with NKr 3.7 
billion in 1947, and an estimated NKr 3.2 billion in 
1948. The program, which is a large-scale industrializa- 
tion program, will assure by 1953 a living standard on 
a par with that of 1938, and at the same time bring 
about equilibrium in the balance of payments. To do 
this, Norway has to earn some NKr1 billion more in 
foreign exchange than in 1938. The only way the in- 
vestment plans can be carried out is through external 
aid; the foreign credits needed are about NKr4 billion 
($800 million), including ECA aid ($116 million for 
1948-49). 

The investments will be mainly in new plant and equip- 
ment for the export industries, with special attention given 
to those industries that can utilize Norway’s water 
power resources. During the period 1945-55, the capacity 
of the electric power plants will be increased by 50 per 
cent; even so, only 16 per cent of Norway’s hydro- 
electric power resources will have been utilized by 1955. 

Even without any war losses, Norway would have had 
serious foreign exchange difficulties today, owing to the 
fact that Germany is not able to export to the same ex- 
tent as before the war, when 18 per cent of Norway’s 
imports was of German origin. The present inability of 
the United Kingdom to convert Norway’s sterling earn- 
ings to dollars is a factor which even in 1938 would 
have given Norway serious difficulties. According to the 
Minister of Commerce, the present foreign exchange 
situation is due primarily to postwar price increases, 
which since the liberation have drained off more than 
NKr 1 billion of Norway’s foreign exchange reserves. 
Prices of Norwegian imports have risen some 13 per cent 
more than those of goods which Norway can export. 
Source: Royal Norwegian Information Service, News of 


Norway, Washington, D.C., October 1948. 





Italian Public Finances, 1947-48 





Official reports of the fiscal year 1947-48, now avail- 
able, reflect some peculiar aspects of Italy’s economy dur- 
ing the last 12 months. In spite of a general price . 
reduction, current expenditures authorized were 1,547 
billion lire, in contrast to the original estimate of 832 
billion. The increase was due primarily to the cost of 
“political” prices, not included in the initial estimate, 
and to wage increases, both aiming to relieve workers’ 
living conditions. Public works, relief, and defense ex- 
penditures were also increased substantially. 


Current revenue, which had been estimated at 521 bil- 
lion lire, totaled 828 billion, owing to improved taxation 
methods and increased monopolies revenue. Authorized 
expenditures were 88 per cent and assessed revenue only 
59 per cent above the original forecasts. The deficit on 
current account, 719 billion lire, therefore was more 
than double the original estimate. 


Operations on capital account also differed substantial- 
ly from the initial estimate. Both receipts and outlays 
increased, but outlays exceeded receipts. Authorized ex- 
penditures amounted to 265 billion lire and revenue to 
200 billion. Instead of the expected surplus of 2 billion 
lire, there was a 65 billion deficit, which was due mainly 
to advances to sustain and develop industrial activities. 
Advances to the Governmental holding company, IRI, 
which controls a large share of Italian industry, and to 
the financial institution, IMI, which grants medium-term 
loans to private industries, accounted for a 69 billion 
lire increase in outlays. 


The total budget deficit on current account was 784 
billion lire, in absolute figures the highest deficit ever 
recorded. In relative terms, however, it shows an im- 
provement over recent years. The percentage of author- 
ized expenditures covered by assessed revenue was 54 per 
cent, which is higher than the ratio for any other fiscal 
year since 1940-41. 

The cash accounts differ substantially from the budget 
accounts. Cash outgo was 1,140 billion lire, of which 
270 billion was to pay off expenditures authorized in 
previous years. Cash receipts amounted to 768 billion, 
of which 19 billion lire was for taxes in arrears. There- 
fore (a) 31 per cent of cash payments covered expendi- 
tures authorized in previous years and not yet paid off; 
(b) only 48 per cent of expenditures authorized in 
fiscal 1947-48 was actually paid off, the rest remaining 
as future commitments; (c) while 270 billion lire of 
outstanding arrears (estimated by the Bank of Italy as 
560 billion lire at the end of fiscal 1946-47) was paid 
off, part of the new expenditures fell into arrears, so that 
the net total backlog at the end of fiscal 1947-48 in- 
creased to nearly 1,000 billion. 


The excess of cash payments over cash receipts 
amounted to 371 billion lire. To this must be added 95 
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billion lire, representing the excess of new credits granted 
by the Treasury to other Governmental institutions over 
new borrowing (net of floating debt) incurred by it. Both 
liabilities were covered in part by a 204 billion lire issue 
of new Treasury bonds, by far the largest annual issue 
in Italy’s history; this was made possible both by in- 
creased confidence in the lira and a lagging private 
securities market. The remainder was covered by ad- 
vances of 107 billion lire from the Bank of Italy, ad- 
vances of 89 billion from other institutions, and a 67 
billion lire reduction in cash holdings of the Treasury. 
Advances by the Bank of Italy and a drawing down 

of the Treasury’s balance were the main causes of a 238 

billion lire increase in note circulation during fiscal 

1947-48. 

Source: Gazzetta Ufficiale della Repubblica Italiana, 
Statistical Supplement, Treasury Account and 
Budget of the State, Rome, Italy, September 
4, 1948. 


Financial Situation in Poland 


Poland’s ordinary budget for the first five months of 
1948 included revenue of 130 billion zlotys (41 per cent 
of the total estimated for the entire year) and expendi- 
tures of 90 billion zlotys (32.4 per cent of the 1948 
estimate). The latter included amounts transferred to the 
investment budget which have been distributed to inves- 
tors by the banks as Government grants. These contribu- 
tions do not appear as credits in the banks’ balance 
sheets. In addition to this contribution to the investment 
budget, out of which all State-planned investments are 
financed in Poland, there was a contribution from the 
revenue surplus, deposited with the banks and distributed 
to the investors as investment credits. The remaining part 
of the revenue surplus was deposited with the National 
Bank of Poland. 

In the six months January-June, the contribution of 
the ordinary budget to the investment budget amounted 
to 24 billion zlotys; 5 billion was from the revenue 
surplus and was distributed to the investors in the form 
of bank credits, and 19 billion was in grants. It is not 
known what part was spent in the first five months for 
which budgetary data are available. 

Investment expenditure for the first half of 1948, 
financed by grants and bank credits, amounted to 
75.4 billion zlotys, of which 56.4 billion represented bank 
credits. This does not include investments financed by 
investors’ own resources and by foreign deliveries of 
capital equipment (which did not go through the banks). 
Long-term bank credits of 56.4 billion zlotys were 
counterbalanced by the following time deposits or sav- 
ings (in billions of zlotys) : 
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Repayment of investment credits 3.8 
Credit deliveries from abroad 13.6 
Amortization Fund of State enterprises 13.2 
Sale of UNRRA deliveries (overdue payments) 6.7 
Social Savings Fund 3.0 
Time and savings deposits 9.4 
Contribution of the State ordinary budget 5.0 

Total 54.7 


The investment credits of 56.4 billion zlotys repre- 
sented 50 per cent of the total new credits of 112 billion 
granted by the banks in the first half of 1948. The 
remaining 50 per cent were short-term credits. In the 
same period the currency circulation increased by 11 
billion zlotys and deposit money (gross) by 7 billion 
zlotys. Since the production of consumption goods in- 
creased (index of production of industrial consumption 
goods in May was 25 per cent above December 1947), 
prices were kept stable. 

Sources: Statistical Tables of the Polish Institute for 
Economic Research, Warsaw, Poland, June 
1948; Wiadomosci Narodowego Banku Pol- 
skiego, Warsaw, Poland, August 1948; Gos- 
podarka Planowa, Warsaw, Poland, August 
1948. 


Bulgarian Economic Plan 


In the period January through June 1948, Bulgarian 
industrial production is reported to have attained 96.1 
per cent of the planned figures for the half-year, and 41.5 
per cent of those set for the whole year; annual planned 
figures for 1948 were 151.2 per cent of the 1939 level. 
Good weather and the Government’s agricultural policy 
also helped to produce favorable results in the agricul- 
tural sector. Since collective farms still form only a 
small part of the total, peasants are allowed to sell on 
the free market that part of their produce over and above 
the official quota which must be sold to the State, a 
practice which serves as an incentive for farmers. Agri- 
cultural production attained 99 per cent of the planned 
figures in January-June, and 52 per cent of the entire 
year’s targets. For the year, agricultural output was fixed 
at 134 per cent of the 1939 level. Almost all planned 
targets for communications were more than met in the 
half-year. On the other hand, construction and building 


work under Government projects lagged greatly. Only 31 | 


per cent of these projects have been started, apparently 
because of a shortage of iron, cement, and bricks. In- 


vestment reached only 61 per cent of the planned | 
figures, the percentages for industry, trade, and communi- 
cations (mostly highways) being 45, 40, and 86 per cent, 


respectively. Planned figures for labor were exceeded. 
Imports were greater than the target by 13.9 per cent, 


with industrial products (76.5 per cent above the 


planned figure) heading the list by a large margin; 


imports of foodstuffs and textile raw materials lagged | 
below the targets. The fact that exports were only 69.4 
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per cent of the planned figures was probably due to the 
disruption of relations with Yugoslavia and the virtual 
closing of the Yugoslav frontier. Since there are no 
direct rail and road communications between Bulgaria 
and Rumania, Bulgarian exports to Western and Cen- 
tral Europe normally pass through Yugoslavia. 

It is officially claimed that, although in most important 
sectors of the economy the economic plan targets could 
not be achieved in the first six months of 1948, there 
was a noticeable improvement in the general economic 
situation. 

Sources: Hospodar, Prague, Czechoslovakia, September 
2, 1948; The Economist, London, England, Oc- 
tober 9, 1948. 


MIDDLE EAST 


Partial Redemption of Egyptian Cotton Loan 


The Egyptian Government is to redeem £E 12 million, 
out of a total of ££ 30 million, of the Egyptian 214 
per cent cotton loan (1948-50). The loan was originally 
floated to finance Government purchases of cotton in 
conjunction with the price support program. The Na- 
tional Bank of Egypt will undertake the redemption 
operation, scheduled to start December 1, 1948. 

Source: Al Ahram, Cairo, Egypt, September 26, 1948. 


Turkey's Public Finance 


According to preliminary returns, Turkey’s public 
receipts during the first half of 1948 amounted to 
LT 646 million, slightly more than one half of the 
estimated total revenue for 1948, and 7 per cent above 
the receipts of the corresponding period in 1947. Tax 
receipts comprised 90 per cent of the total; net revenue 
from customs and state monopolies, 4 per cent; and 
state properties, participations, and sundry other sources 
provided the remainder. The yield from transaction and 
consumption taxes made up about 36 per cent of total 
receipts. 

On June 20 the Government floated a new loan of 
LT 60 million, which represents a part of the LT 129 
million authorized by the 1948 budget law to cover the 
expected budget deficit. The new bonds which carry 6 
per cent interest were offered at 5 per cent below par; 
public subscriptions by June 30, the closing date, 
amounted to LT 14 million. As of July 1, Turkey’s total 
public debt amounted to LT 1,526 million, of which 
LT 986 million was domestic and LT 540 million foreign. 
Source: Ministry of Finance, Maliye Bulteni, Ankara, 

Turkey, July 1948. 


Syrian Economic Conference 


At the invitation of the Minister of National Economy, 


representatives of the Syrian Chamber of Commerce, 
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Industry, and Agriculture met in Damascus last Septem- 
ber to study economic conditions in Syria. In addition 
to recommending that industry and agriculture be en- 
couraged, they requested the Government to follow a 
clear-cut policy in Syro-Lebanese economic relationships. 
In their opinion Syria should either seek comprehensive 
economic union with Lebanon or follow an entirely in- 
dependent course. A clear policy was also necessary in 
the monetary field: the Syrian currency, now separated 
from the French franc, should either be linked to another 
major currency or set on an independent basis. They also 
requested the repeal of the exchange measures of last 
August, whereby 20 per cent of export proceeds are 
surrendered to the authorities at the official rate and 80 
per cent disposed of in the free market for authorized 
imports. (See this News Survey, Vol. I, No. 13, Septem- 
ber 23, 1948, p. 101.) 

Source: Le Commerce du Levant, Beirut, Lebanon, 

September 15, 1948. 


FAR EAST 


India’s Capital Requirements 


Writing on India’s capital requirements, Mr. Colin 
Clark estimates that the country’s own savings will be 
sufficient to finance economic development at a rate 
corresponding to a 1 per cent increase per annum in 
real national income. He is certain, however, that con- 
siderable foreign capital will be required for a 2 per cent 
annual increase, since internal savings will provide for 
only 53 billion international units out of the 90 billion 
required. 

Source: The Eastern Economist, New Delhi, India, Octo- 
ber 1, 1948. 


China’s Import Quota for August-January 


In connection with the new reform measures, the 
Chinese Government has cut down its import quotas, in 
view of the United States’ aid supplies to China. Import 
quotas of US$42,141,000 were announced for the semi- 
annual period from August 1948 to January 1949; this 
is a 43 per cent cut from the US$73,476,000 for the 
previous six months (February-July). 


The current half-year quota includes 18 groups of 
commodities. Cotton, rice, wheat, and coal are again not 
included, and passenger cars, jeeps, trucks, and busses 
are under separate allocations. The largest item is 
US$8 million for paper and wood pulp; the next largest 
is US$7 million for metals. 

Sources: Chinese News Service, Press Release, New York, 
N.Y., September 14, 1948; Ta Kung Pao, 
Shanghai, China, September 16, 1948. 


Burma and Sterling Releases 


An agreement between the British and Burmese Gov- 
ernments provides the latter with dollars from the central 
reserves of the sterling area. For the half-year ending 
December 31, 1948, Burma will be able to draw on the 
central reserves of the sterling area up to an equivalent 
of £2 million to meet its essential needs for hard cur- 
rencies. This will be in addition to Burma’s own hard 
currency earnings. 

Source: The Economist, London, England, October 16, 
1948. 


Siamese Exchange Rates 


Exchange rates in the legally-sanctioned open market 
in Bangkok have been steady recently at 18.90 baht to 
the dollar, buying, and 19.20 baht, selling. The cross 
rate for sterling is US$2.70, buying, and $3.10 selling. 
Source: Far East Trader, San Francisco, California, 


October 6, 1948. 


UNITED STATES AND CANADA 


ECA Announces First Annual 
Program of OEEC 


The first annual program prepared by the Organiza- 
tion for European Economic Cooperation, covering the 
period from July 1, 1948 through June 30, 1949, con- 
tains production, consumption, and trade schedules, and 
a proposed allocation of ECA financial aid among the 
participating countries to the amount of $4,875 million. 
The Administrator has pointed out that ECA would, in 
general, base its quarterly allocations of funds and pro- 
curement authorizations on the OEEC program. The 
estimates would, however, be considered flexible and 
some revisions might be necessary as the year pro- 
gresses; in the case of substantial revisions, ECA would 
consult the OEEC before taking final action. The impact 
upon the U.S. economy of ECA-financed purchases must 
also be taken into account. Such questions as relate to 
the purchase of U.S. surplus agricultural commodities, 
the need for funds to increase the supply of scarce 
strategic materials, and the availability of funds for 
guaranteeing the convertibility of earnings from new 
U.S. private investments would have to be considered in 
implementing the recommendations of OEEC. 

The amount of ECA aid recommended by OEEC for 
each participating country is as follows, in millions of 
dollars: 


Austria 

Belgium-Luxembourg 

Denmark 

France 

Free Territory of Trieste (U.S.-U.K. Zone) 
Germany: Bizone 

Germany: French Zone 

Greece 
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Iceland 

Ireland 

Italy 
Netherlands 
Norway 

Sweden 

Turkey 

United Kingdom 


TOTAL 
Portugal no aid requested 
Switzerland no aid requested 
Source: Economic Cooperation Administration, Press 


Release, Washington, D.C., October 18, 1948, 


ECA’s First Investment Guarantee 


The first guaranteed U.S. investment in an ERP 
country, announced on October 17, is in the construc. 
tion of a new plant in the United Kingdom, which will 
manufacture carbon black, a substance used for the 
compounding of natural rubber. The project has re. 
ceived the approval of the British Government and the 
ECA as required under the Foreign Assistance Act of 
1948. The contract is expected to be signed soon by the 
U.S. investor and the Export-Import Bank, which will 
act as agent for ECA. The amount of the guarantee is 
$850,000, but the cost of the project is reported to be 
substantially larger. 

Source: Economic Cooperation Administration, Press 


Release, Washington, D.C., October 18, 1948, 


ECA Administrative Regulations Changed 


The ECA administrative regulations were amended 
on October 15 to place procurement on a forward basis 
and to modify the existing methods for financing trade. 
Under the new procedure, dollar allotments and pro- 
curement authorizations will be issued by ECA in ad. 
vance of the quarter to which they apply. Up to the 
present, under the “reimbursement” technique of financ- 
ing, countries were able to order goods and actually 
receive them before applying to ECA for financial aid 
The ERP countries then had to use their own exchange 
reserves to bridge the gap between payment for goods 
and reimbursement by ECA. In contrast, the alternative 
“letter-of-commitment” financing technique provides for 
direct ECA financing through ordinary commercial chan- 


reserves. 
The revised regulation provides that after November | 


procurement authorizations will not be issued for goods, 
the delivery of which precedes the application for pro ff 


curement. Furthermore, after January 1, 1949, procure: 
ment authorizations will not be issued for goods and 
services contracted for prior to the application for the 
authorization. The operation of this regulation should 
be facilitated by the issuing of procurement authorize 
tions two months in advance of the quarter in which 
they are to be used, as the countries should then have 
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sufficient time to order goods in such a way as to ensure 
a continuing flow of supplies. The effect of the new 
regulation will probably be that by the end of the year 
the “reimbursement” technique of financing will be re- 
placed to a considerable extent by the “letter-of-commit- 
ment” method. 


Sources: Economic Cooperation Administration, Press 
Release, Washington, D.C., September 10 and 
October 15, 1948; Economic Cooperation Ad- 
ministration Regulation 1, as amended October 
15, 1948, Washington, D.C. 


Cost of Living Rises in Canada 


Canada’s cost-of-living index, which stood at 139.4 on 
September 2, 1947, and at 157.5 on August 2, 1948, 
attained a new peak of 158.9 (1935-39100) on Sep- 
tember 1, 1948. All group indexes moved upward during 
August, but food, clothing, and home furnishings con- 
tributed the major part of the advance. 


This rising cost of living has been to a considerable 
extent matched by increased labor income. July income 
totaled $596 million, 2 per cent above the June total, and 
12 per cent above the July 1947 figure. These higher 
earnings include payments to new members of the labor 
force but do not include the 17-cents-an-hour railway 
wage increase granted in July. 

Sources: Canada, Dominion Bureau of Statistics, Price 
Movements, September 1948 (Preliminary), 
Ottawa, Canada; The Globe and Mail, Toronto, 
Canada, October 16, 1948. 


' Canada’s Gold Production Increases 


Canada’s gold production during the year ended July 
31, 1948 totaled 3,275 thousand fine ounces, 12 per cent 
above production during the previous twelve months. 
The July output of 296 thousand ounces was the highest 
since June 1943. 

According to The Financial Post, gold production will 
continue to increase in the coming months. Expanding 
production by existing mines and the initial operations 
of many new mines are expected to result in the sharpest 
increase in production since the 1941 record output of 
5,345 thousand fine ounces. 

These increases, present and anticipated, are occur- 
ring despite the depressing effects of high labor costs, 


| increased supply costs, and the fall in the Canadian 
| dollar price of gold from $38.50 to $35 per ounce when 


Canada’s dollar returned to parity with the U.S. dollar. 


The rise probably reflects in part the influence of the 


assistance payments to gold producers under The Emer- 


gency Gold Mining Assistance Act; these payments are 


to cover the three-year period beginning in January 1948. 
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Sources: Canada, Dominion Bureau of Statistics, Gold 
Production in Canada, Ottawa, Canada, July 
1947 and July 1948; The Financial Post, To- 
ronto, Canada, October 16, 1948. 


LATIN AMERICA 


Exchange Control in Colombia 


In August, the Colombian Exchange Control Office 
began to issue foreign exchange quotas to importers for 
the fiscal year July 1948-June 1949. This is the second 
annual assignment to importers of basic individual ex- 
change quotas, in accordance with a program for tight- 
ening the exchange control system. 

Under the general rules governing the determination 
of exchange quotas, new importers are granted quotas 
up to 10 per cent of their capital to be devoted to the 
import trade. Quotas for regular importers are based 
on the average of their imports in 1946 and 1947, but 
in no case may such quotas exceed twice the capital and 
reserves of the importing firm or one quarter of its local 
sales in 1947, whichever is smaller. 

Industrial importers are permitted to bring in ma- 
chinery and repair parts classified as strictly essential 
(Group I in Colombia’s classified import list), to an 
amount not exceeding $500,000. The exchange control 
authorities must be consulted if an amount above this 
figure is required. Raw materials for manufacturing 
listed in Group I may be imported quarterly to an 
amount not greater than 20 per cent of imports of sim- 
ilar materials in 1947. Imports in excess of 20 per cent 
may be permitted if proof is given that production has 
increased since 1947. 

Source: U.S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D.C., October 9, 
1948. 


Monetary Developments in Ecuador 


At the end of September the Ecuadorean domestic 
debt to the Central Bank was reduced to 65.7 million 
sucres, against the high of 153.1 million at the end of 
1946. The money supply, however, was 656.6 million 
against 588.7 million at the end of January 1948. Net 
gold and foreign exchange resources wére 306.8 million 
sucres ($22.7 million), compared with 326.1 million 
sucres ($24.1 million) at the end of December 1947. 
In the first nine months of 1948 the net losses of reserves 
were 19.3 million sucres (less than $1.4 million) against 
53.2 million ($4 million) in 1947. 

Source: Banco Central del Ecuador, Informacion Esta- 
distica, No. 76, Quito, Ecuador, October 9, 
1948. 
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Brazilian Trade Balance with the U.S. 


In spite of exchange control and import licensing, 
Brazil is finding it difficult to bring about a favorable 
trade balance with the United States. A $1 million 
deficit in July followed an encouraging favorable balance 
of $32 million in June. The unfavorable results in July 
were due to a decline in U.S. coffee purchases and to 
an increase in Brazilian imports. Nevertheless, the sit- 
uation is better than in July 1947 when the deficit was 
$19 million. It is still hoped that the import license 
controls, the effects of which were first felt in June, will 
bring about a favorable balance for the rest of 1948. 

For the first six months of the year, the deficit, ac- 
cording to U.S. trade statistics, was $16.7 million or 
6.7 per cent of exports. This, however, is not the whole 
of the deficit because the U.S. trade data are on a f.o.b. 
basis and Brazil traditionally has had a deficit on account 
of freight and insurance. 

Source: Brazilian Government Trade Bureau, Brazilian 


Bulletin, New York, N.Y., October 1, 1948. 


Uruguay's Wool Shipments to Sterling Area 
The Bank of the Republic of Uruguay has prohibited 


exchange operations for wool shipments to the sterling 

area. This action represents an effort to divert wool 

exports to the dollar area, which would help relieve the 

country’s dollar shortage. 

Source: The Financial Times, London, England, Sep- 
tember 25, 1948. 


AFRICA 
Southern Rhodesian Gold Subsidies 


At a press conference on October 16, the Fund’s Man- 
aging Director commented on the gold subsidies which 
had been put into effect by Southern Rhodesia. He 
stated that the Government of the United Kingdom, 
which has accepted the Articles of Agreement of the 
International Monetary Fund in respect of Southern 
Rhodesia, and the Fund have been in consultation re- 
garding the subsidies which at present are being paid 
to gold producers in Southern Rhodesia under the 
Southern Rhodesian Gold Subsidy Act, 1948. 

These subsidies have taken a form which is not con- 
sistent with Article IV, Section 2, of the Fund Agree- 
ment or with the Fund’s Statement of December 11, 
1947, on gold subsidies. 

In conclusion, the Managing Director stated that the 
United Kingdom and Southern Rhodesian Governments 





INTERNATIONAL MONETARY FUND 


have recognized that there has been an unwitting trans- 
gression of the Articles of Agreement and of the Fund’s 
statement. The United Kingdom has therefore notified 
the Fund that the Southern Rhodesian Government has 
undertaken to modify the present legislation to conform 
with the Fund’s principles and intends to introduce legis- 
lation to that end at the next session of the Southern 
Rhodesian Parliament. 





























South African Mineral Exports 


Diamond exports from the Union of South Africa to 
the United States in the first half of 1948 were the 
highest on record, $40 million. Union exports of certain 
other minerals will probably also increase, since the 
United States has asked the Union to double current 
shipments of chrome and manganese ore, needed for 
the stockpiling program. The ore is available in South 
Africa, but the chief problem is a shortage of railway 
cars to move the material from the mines to seaports. 
Sources: The Star, Johannesburg, Union of South Africa, 

September 9, 1948; The Wall Street Journal, 
New York, N.Y., October 7, 1948. 



























































IMF Appointments 








Mr. Hector Ormachea Zalles has been appointed Gov- 
ernor for Bolivia on the Board of Governors of both the 
Fund and the International Bank for Reconstruction and 
Development. 

Mr. Bernard de Margerie, Inspector of Finance and 
Deputy Director of the Treasury in the French Govern- 
ment, has been appointed Alternate Executive Director 
of the Fund. 
















































International Financial News Survey, written by 
members of the staff of the Fund, is based on materi- 
al published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations prevent a complete or ex- 
haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund and which 
may not have been covered widely in the press 
throughout the world. 
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